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PRIVATE AND CONFIDENTIAL
May 28, 2008

Mr. Don Brown

Board of Commissioners
Mr. David M. Diegel
Finance Director

Macomb County

10 North Main St.

12™ Floor, County Building
Mt. Clemens, M| 48043

Re: Final Report for Employee Benefit Consulting Services

Dear Mr. Brown and Mr. Diegel:

We are complimented by your request that Plante & Moran, PLLC assist Macomb County, Michigan
(the County) in evaluating the current and proposed pension plans. This letter summarizes the findings
of our study.

Background

The County currently contributes to a defined benefit plan, the Macomb County Employees Retirement
System (the Retirement System) for union and nonunion employees that include members of the 1)
General County, 2) Sheriff's Department and 3) Road Commission. The Road Commission is not
included in any way as part of this proposal or any associated study to be prepared by Plante & Moran.

Benefit Structure

The benefit formula under the Retirement System provides for a monthly benefit at normal retirement
age. In general, the benefit structures for the General County employee and the Sheriff's Department
employees are:

» Effective January 1, 2002, the formula for General County employees is service multiplied by
2.4% of Final Average Compensation for the first 26 years and 1% thereafter, for a maximum
benefit of 65% of Final Average Compensation; for RN's, LPN's and UAW Senior Citizen
Services employees, the benefit formula is 2.2% of Final Average Compensation multiplied by
total service to a maximum of 66% of Final Average Compensation.

» For the Sheriffs Department, Deputies receive a benefit equal to 2.64% of Final Average
Compensation multiplied by service (up to a maximum of 25 years), all others receive a benefit
service multiplied by 2.4% for the first 26 years and 1% thereafter for a maximum benefit of 65%
of Final Average Compensation.
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Benefft Subsidies

Certain subsidized benefits are available from the Retirement System. Early, unreduced monthly
benefits are available to participants that meet cerain age, service, or age plus service criteria — one
example is the Rule of 70, an age plus service subsidy available to early retirees. Additionally, a
deferred retirement aptional pension (DROP) is available to participants when they first become eligible
for an unreduced benefit.

The additional annual County contribution for the benefit subsidies is approximately

= DROP - 0.50% of payroll far General County employees and 0.60% of payroll for Sheriff's
Department employees, and
= Rule of 70 — 2.70% of payroll for General County employees.

Retirement System Funding
The average cost per year for Retirement System benefits is approximately

= 17.30% of payroll for General County employees and
»  20.60% for Sheriff's Department employees.

The Retirement System is funded directly through a combination of employee and employer
contributions. Member contributions are:

» General County — 3.5% of annual compensation

* General County (RN’s, LPN's, and UAW Senior Citizen Services) — 2.5% of annual
compensation

s Sheriff's Department — 4.0% of annual compensation

For the actuarial valuation as of December 31, 2008, such amounts in the aggregate approximately
average:

= 3.00% of payroll for member contributions (for General County employees) and 11.60% of

payroll for the County, and
= 3.80% payroll for member contributions (for Sheriff's Department employees) and 14.70% of

payroll for the County.

The Retirement System is funded indirectly through an amortization of assets greater than the
unfunded actuarial accrued liability of about 3.10% of payroll for General County employees and 2.30%
of payroll for Sheriff's Department employees. Without this indirect funding, the cost for the County
would be higher.

Historically, investment earnings and employer contributions have experienced volatility. Further,
required employer contributions, as well as distributions, have increased over time. Notwithstanding,
as of the most recently available actuarial valuation, the Retirement System continues to be well
funded.

plante
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Goals of the Study

The County is concerned about many issues with the Retirement System including providing the level
of benefits and sustaining the increased contributions on a long-term basis without disrupting services,
staffing, and/or requiring increased taxes, that is, the County wishes to provide meaningful benefits to
its employees while mitigating volatility and increased costs.

The County is seeking to perform projections of the Retirement System liability.

Further, the County is looking for assistance in understanding the financial and non-financial
ramifications of implementing a defined contribution plan and the associated alternatives.

Report Layout
This report is divided into the following sections:

|. Caveats — The entire process of projecting long-term costs and benefits is based upon the
perfect realization of all of the underlying assumptions; therefore, the report cannot be used as a
representation of what will occur, but instead, only what would occur, if and only if, all the
assumptions are realized — the caveats explain how the report should and should not be used.

ll. Retirement System Analysis ~ the report provides observation of the projections of the ongoing
hard dollar costs of maintaining the defined benefit plan intact in its current form; the report
summarizes the work prepared by Gabriel Roeder Smith & Company prepared and sent under
cover of May 7, 2008 (see Appendix 1).

. Hybrid Plan Analysis — the report looks at effect of funding costs for prospective employees and
at providing a combination of defined benefit style benefits and defined contribution style
benefits for such prospective employees.

IV. Subsidized Benefit Costs — based upon information available in the most recently available
actuarial valuation (for December 31, 2006) sent under cover of June 27, 2007, the reports
provides discussion on cost of providing benefit subsidies for ongoing benefits.

V. Individual Calculations — sample calculations are provided for long-term, thirty year employees
under all the defined benefit style plans that were modeled for costs purposes including the
addition of certain defined contribution style benefits. Additionally, a calculation is provided
noting the effect of having a pure actuarial reduction for certain early retirement benefits (versus
a subsidized, unreduced benefit).

VI. Conclusion — based on the goals of the County to provide meaningful retirement benefits to its
employees while containing increasing costs and the mitigating the associated funding and
investment return volatility, Plante & Moran is providing a recommended approach to providing
future benefits. Such recommendations should not be considered without logking at the impact
on the County's payroll, such as necessary replacement personnel, and its retiree medical

obligations.
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SECTION |
CAVEATS

Information contained in this report is based upon underlying assumptions and methods 1) directly
referenced, 2) referenced in an underlying report, or 3) implied.

The actual results of any outcome based projections hased upon assumptions are likely to be different
in reality and, as such, shouid be relied upon as estimates. However, the report does reflect the order
of magnitude and direction of the Retirement System should the underlying assumptions be realized or
approached.

Projections, and studies based upon projections, are by definition imperfect and limited in use. This
study is based on projections.

Report Limitations

= This report is finite in terms of the content it intends to address. It is not intended to be
exhaustive.

= This report does nof define the universe of potential outcomes, for example, should investments
exceed or fall short of the expected outcome.

= This report does not consider the impact on the retiree medical benefits funded outside the
Retirement System. This issue may alter the timing and impact of any potential changes to the
Retirement System.

= This report does not consider the impact on the County’'s payroll (if any).

= This report is based upon actuarial calculations and estimates that do not meet the same
rigorous standards of ongaing actuarial valuations based upon real and timely information.

* The projections contained in this report are not simuiations intended to be reflected as likely
outcomes based probability such as Monte Carlo modeling.

= This report does not intend to produce the likely results/outcomes but instead is based upon
perfectly realizing all assumptions such as investment returns, retirement ages, termination
decrements, funding requirements, etc.

= This report does not intend to reflect the real volatility of all underlying variables.

= The information represented in the charts and graphs generally is based upon the valuation
year for the fiscal year that is two years in the future. For example, information for the actuarial
valuation as of December 31, 2006 is used to determine contributions for the fiscal year
beginning January 1, 2008.

= Actual results will vary.

= This study does not consider matters of law or matters subject to good faith collective
bargaining. These issues may alter the timing and impact of any potential changes to the
Retirement System.

= The projections cannot be used to budget future costs or cash outlays.

plante
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SECTION |l
RETIREMENT SYSTEM ANALYSIS

This report provides observation of the projections of the ongoing hard dollar costs of maintaining the
defined benefit plan intact in its current form; the report summarizes the work prepared by the
Retirement System'’s actuary, Gabrie! Roeder Smith & Company (the actuary) as sent under cover of
May 7, 2008 (see Appendix 1). The actuary based their study upon the information requested by
Plante & Moran in its letter to the actuary sent under cover of January 25, 2008 (see Appendix 2).

The summary provided in this report is high level and generic — this summary is intended to summarize
and supplement the vast amount of information provided by the actuary, it is not intended to be
comprehensive and it is not intended to supersede any interpretations or analysis of the actuary.

Baseline Projection

The Baseline Projection is based upon the December 31, 2006 actuarial valuation (for the fiscal year
beginning January 1, 2008) and assumes no change in the benefit formula and no change in the
benefits provided to current or new employees.

The chart shows the
General projected future
Payroll: Current vs. New Employees payroll of the General
: : County Employees —
for current and new
employees — 2006
levels are
approximately $98
million {for all
employees) growing
to about $420 million
in 2036, mast of which
is for new employess.
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General Baseline
Employer Contribution - Defined Benefit Plan Only

{in dollars and as a % of payroll)
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long-term projections, the sum of the annual County empioyer-based contributi
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Future employer
contributions are
expected to grow
from the current level
of about $12 million
to $50 mitlion in the
next 30-year period.

While the employer-
based funding is
projected to more
than quadruple in
hard dollars, as a
percent of payroll,
the funding
contribution remains
relatively stable,
generally, in the
range of 10 to 12%
of payroll.

Based upon the
ons will exceed $724

million during the 30-year period.

General Baseline

Assets v. Liabilities - Defined Benefit Plan Only
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AVA = Actuarial Value of Assets
AAL = Actuarial Accrued Liability
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~ Payroll Total

Based upon the
underlying
assumptions of
constant investment
returns of 7.50% and
increasing the hard
dollar funding of
contributions, assets
will continue fo be
greater than liabilities
with the funded
percentage of 110%
in 2006 being
roughly identical to
the funded
percentage in 2036,
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Sheriff
Payroll: Current v. New Employees
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For employees for the
Sheriff's Depariment,
the payroll is projected
o grow from current
levels of about $29
million to approximately
$129 million by the year
2036.

Future employer
contributions are
expected to grow from
the current level of
about $4.5 million to
$20.5 million in the
next 30-year period.

While the employer-
hased funding is
projected to about
quadruple in hard
dollars, as a percent of
payroll, the employer-
paid funding
contribution remains
relatively stable,
generally, in the range
of 14 to 16% of payroll.

Based upon the long-term projections, the sum of the annual County employer-based contributions will

axceed $303 million during the 30-year pericd.
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Based upon the underlying assumptions of constant investment returns of 7.50% and increasing the
hard dollar funding of contributions, assets will continue to be greater than liabilities with the funded
percentage of 106% in 2006 being roughly identical to the funded percentage of 104% in 2036.

Sheriff Baseline

Assets v. Liabilities - Defined Benefit Plan Only
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Scenario 1 — No New Plan Entrants — General County Employees

The Scenario 1 Projection is based upon the December 31, 2006 actuarial valuation (for the fiscal year
beginning January 1, 2008) and assumes no change in the benefit formula and no change in the
benefits provided to current employees; however, it assumes that no new employees will accrue any

new benefits under a defined benefit style pension.

General -Scenario 1
Assets v. Liabilities - Defined Benefit Plan Only
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General Scenario 1
Employer Contribution - Defined Benefit Plan Only
{in dollars and as a % of payroll}
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The actuarial funding method changes
because the plan does not allow new
entrants.

Based upon the assumptions used, the
funded percentage remains strong
throughout the fuiure working lifetimes of
current employees and retirees through
the end of the projection period in 2036 -
even as more benefits are paid and the
corpus of the assets decline.

Due to the healthy funding condition of the
Retirement System, can and should it be
limited to those employees currently
eligible to participate, the County
contributions would fall, under this
projection, from over $6 million in the
2006 actuarial valuation to $0 by the 2010
actuarial valuation. This assumes that
employee contributions continue at their
current level.
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Scenario 1 - No New Plan Entrants — Sheriff’s Depariment Employees

Sheriff Scenario 1
Assets v. Liahilities - Defined Benefit Plan Only
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The actuarial funding method changes
because the plan does not allow new
entrants. This appropriate change causes
the funded percentage to initially drop.

However, based upon the assumptions
used, the funded percentage improves to
a strong position in the near future.

Due to the healthy funding condition of the
Retirement System, can and should it be
limited to those employees currently
eligible to participate, the County
contributicns fall, under this projection,
from over $4 million in 2006 to $2 million
by 2020 and to $0 by 2029. This assumes
that employee contributions continue at
their current level.
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The Scenario 2 Projection is based upon the December 31, 2006 actuarial valuation (for the fiscal year
beginning January 1, 2008) and assumes no change in the benefit formula and no change in the
benefits provided to current employees; however, it assumes that new _employees will have benefits
under a modified defined_benefit style pension with the first 26 vears aceruing at 1.25% of final average

compensation and 1% thereafter.

General Scenario 2
Employer Contribution - Defined Benefit Plan Only

(in dollars and as a % of payroll)
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Sheriff Scenario 2
Employer Contribution - Defined Benefit Plan Only

(in dollars and as a % of payroll)
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For General County employees, the
benefit formula for new employees
keeps costs relatively constant —i.e.,
generally under $10 million per year
from 2008 until the year 2030 —as a
hard dollar employer-paid contribution.
As a percent of payroll, the employer-
paid contribution portion declines from
over 10% of payroli to over 3% of
payroll.

Employee contributions remain
constant.

The employer-paid contribution for
Sheriff's Department employees
average about $4.6 million during the
projection pericd and would remain
relatively constant, under this
projection, in hard dollar terms. As a
percent of payroli, the employer
contribution eventually stabilizes to
over 4% of payroll.

Employee contributions remain
constant.
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The Scenario 3 Projection is based upon the December 31, 2006 actuarial valuation (for the fiscal year
beginning January 1, 2008) and assumes no change in the benefit formula and no change in the
benefits provided to current employees; however, it assumes that new employees will have benefits
under a modified defined benefit style pension with the first 26 years accruing at 1.50% of final average

compensation and 1% thereafter,

General Scenario 3
Employer Contribution - Defined Benefit Plan Only
(in dollars and as a % of payroll}
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Sheriff Scenario 3

Employer Contribution - Defined Benefit Plan Only

{in dollars and as a % of payroll)
$25,000,000 +

! 520,000,000

I 515,000,000

410,000,000 e

$5,000,000

20.00%

- 13.00%

e 16.00%

For General County employees,
the benefit formula for new
employess keeps costs relatively
constant for the next 10 years or
80 ~i.e., from under $10 million
per year from 2008 through 2020
— as a hard dollar employer-paid
contribution; contributions double
between 2021 and 2035. As a
percent of payroll, the employer-
paid contribution portion declines
from over 10% of payroll to around
5% of payroll.

Employee contributions remain
constant.

The employer-paid contribution for
Sheriff's Department employees
dip briefly after 2008 to a low of
about $4.1 million in 2010 after
which point contributions, under
this projection, steadily increase
during the projection period and
double by 2035. As a percent of
payroll, the employer contribution
eventually stabilizes to
approximately 6.5% of payroll,

Employee caontributions remain
constant.
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Scenarioc 4 — 1.75% Formula for New System Entrants

The Scenario 4 Projection is based upon the December 31, 2006 actuarial valuation (for the fiscal year
beginning January 1, 2008) and assumes no change in the benefit formula and no change in the
benefits provided to current employees; however, it assumes that new employees will have benefits
under a modified defined benefit style pension with_the first 26 years accruing at 1.75% of final average
compensation and 1% thereafter.

General Scenario 4 For General County employees, the
Employer Contribution - Defined Benefit Plan Only benefit formula for new employees
{in dollars and as a % of payroll) keeps costs relatively constant for the
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employer-paid contribution portion
declines from over 10% of payroll to
around 6.75% of payroll.
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Employee contributions remain
constant.

The employer-paid contribution for
Sheriff's Department employees dip
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contributions, under this projection,
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approximately 8.75% of payroll.
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SECTION Il
HYBRID PLAN ANALYSIS

For purposes of this study only, a hybrid plan is defined as a combination of a defined benefit plan and
a defined contribution plan which allows participants to accumulate benefits in two different ways: 1)
the defined benefit plan provides for an annuity at retirement payable for the life of the participant
and/or the joint lives of a participant and a beneficiary (in a reduced amount to reflect the joint life
expectancy) and 2) the defined contribution plan permits/requires an employer contribution as a percent
of the employee’s pay, this amount is contributed annually and it accumulates based upon these
ongoing contributions with investments chosen by the participants.

The cost of these plans while calculated in the aggregate, has current employees participating in the
current defined benefit plan only; new employees receive both a modified defined benefit plan formula
and a defined contribution plan benefit as defined below:

= Defined Benefit Plan. This study incorporates the current and modified benefit formulas
previously addressed in this report, that is, service multiplied by set rates of either 1.25%,
1.50%, 1.75%, or 2.40% of final average pay for the first 26 years with 1.00% of final average
pay thereafter,

= Defined Contribution Plan. The defined contribution component was calculated using two
contribution formulas: 3.0% of annual, eligible participant payroll and 6.0% of annual, eligible
participant payroll.
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General County Employees
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Defined Benefit Plan + Defined Contribution Plan {at 3%)
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doubling or tripling over the projection period.
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For General County
employees, this chart
demonstrates that
adding a 3.0%
employer
contribution with a
defined contribution
style plan in addition
to any of the
permutations of the
defined beanefit plan
formulas results in a
contribution as a
percent of payroll
that is less than
current contribution
to the defined benefit
plan alone.

However, in terms of
hard dollar
contributions,
employer-paid
contributions swell,

Fiscal Year Baseline Scenario 2 Scenario 3 Scenario 4
1.25% Hybrid 1.50% Hybrid 1.75% Hybrid
2008 11.96 11.96 11.96 11.96
2016 13.29 9.30 10.67 12.05
2024 22.24 12,74 16.04 19.33
2032 35.49 18.21 25.00 30.71

Please note: Scenario 1, the scenario that assumes the defined benefit plan does not allow any new
entrants is not included in the cost analysis chart since, by definition, it would not be a hybrid since it
would provide retirement benefits only using a defined contribution plan.

Naotes:

Baseline — the current plan without modification for all employees
Scenario 1 — current defined benefit plan for current employees only plus defined contribution plan for new employees
Scenario 2 — new employees get1.25% defined benefit plan plus a defined contribution plan
Scenario 3 ~ new employees get 1.50% defined benefit plan plus a defined contribution plan
Scenario 4 — new employees get 1.75% defined benefit plan plus a defined contribution plan
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Sheriff's Department
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For Sheriff's
Department
employees, the hybrid
model stabilizes costs
— as a percent of pay
— at a more rapid rate
than for General
County employees
because of the short
anticipated work
horizon.

The hard dollar costs

start at nearly the same amount in 2008, at approximately $4.2 million and increase to an amount not
quite double under Scenaric 2 by the year 2032 with the costs associated with the other scenarios
more than doubling to almost tripling under Scenarios 3 and 4 respectively.

Fiscat Year Baseline Scenario 2 Scenario 3 Scenario 4
1.25% Hybrid 1.50% Hybrid 1.75% Hybrid
2008 4.50 4.50 4.50 4.50
2016 5.56 4.63 4.89 5.15
2024 9.18 B.14 6.99 7.86
2032 14.18 6.95 9.01 11.05

Please note: Scenario 1, the scenario that assumes the defined benefit plan does not allow any new
entrants is not included in the cost analysis chart since, by definition, it would not be a hybrid since it
would provide retirement benefits only using a defined contribution plan.

Notes:

Baseline — the current plan without medification for all employees
Scenario 1 — current defined benefit plan for current employees only plus defined confribution plan for new employees

Scenarlo 2 — new employees get1.25% defined benefit plan plus a defined contribution plan
Scenario 3 — new employees get 1.50% defined benefit plan plus a defined contribution plan
Scenaric 4 — new employees get 1.75% defined benefit plan plus a defined contribution plan
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For General County
employees, from a
cash outlay
perspective, this
chart demonstrates
that adding a 6.0%
employer contribution
with a defined
contribution style
plan in addition to
any of the
permutations of the
defined benefit plan
formulas results in a
contribution that
approximately equals
or exceeds the
contributions in 2 out
of the 3 valid hybrid
scenarios.

Further, in terms of
hard dollar
contributions,

employer-paid are not controlled or mitigated by utilizing a combination of these plans to create a hybrid

plan.

Fiscal Year Baseline Scenario 2 Scenario 3 Scenario 4
1.25% Hybrid 1.50% Hybrid 1.75% Hybrid
2008 11.96 11.96 11.96 11.96
2016 13.29 14.44 12.81 14.18
2024 22.24 17.91 21.21 24.51
2032 35.49 28.42 34.22 29.92

Please note: Scenario 1, the scenario that assumes the defined benefit plan does not allow any new
entrants is not included in the cost analysis chart since, by definition, it would not be a hybrid since it
would provide retirement benefits only using a defined contribution plan.

MNotes:

Baseline — the current plan without madification for all employees
Scenario 1 — current defined benefit plan for current employees only plus defined contribution plan for new employees
Scenario 2 — new employees get1.25% defined benefit plan plus a defined contribution plan
Scenario 3 — new employees get 1.50% defined benefit plan plus a defined coniribution plan
Scenaric 4 — new employees get 1.75% defined benefit plan plus a defined contribution plan
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For Sheriff's
Department
employees, the
hybrid mode!
stahilizes costs — as
a percent of pay — at
a more rapid rate
than for General
County employees
because of the short
anticipated work
horizon. However,
the cost for Scenario
4 is almost identical
{o the Baseline cost.

Further, under every
scenario, the hard
dollar costs start at
nearly the same
amount in 2008, at
approximately $4.2
million and increase
to an amount not
quite double under

Scenario 2 by the year 2024 with the costs associated with the other scenarios more than fripling under

Scenarios 3 and 4 respectively by the year 2032,

Fiscal Year Baseline Scenario 2 Scenario 3 Scenario 4
1.25% Hybrid 1.50% Hybrid 1.75% Hybrid
2008 4.50 4,50 4,50 4.50
2016 5.56 4.97 5.23 5.49
2024 9.18 7.25 8.10 8.97
2032 14.18 9.63 11.69 13.73

Please note: Scenario 1, the scenario that assumes the defined benefit plan does not allow any new
entrants is not included in the cost analysis chart since by definition it would not be a hybrid since it

would provide retirement benefits only using a defined contribution plan.

Notes:
Baseline — the current plan without modification for all employees

Scenario 2 — new employees get1.25% defined benefit plan plus a defined contribution plan
Scenario 3 — new employees get 1.50% defined benefit plan plus a defined contribution plan
Scenario 4 — new employees get 1.75% defined benefit plan plus a defined contribution plan

Scenario 1 - current defined benefit plan for current emplayees only plus defined contribution plan for new employees
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SECTION IV

SUBSIDIZED BENEFITS COST

The additional annual County contribution for the benefit subsidies is approximately

» DROP - 0.50% of payroll for General County employees and 0.60% of payroll for Sheriff's
Department employees, and
=  Rule of 70 — 2.70% of payroll for General County employees.

These additional costs, as a percent of eligible payroll, could be eliminated for all prospective County
contributions if the subsidies were eliminated.

plante
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SECTION V

INDIVIDUAL CALCULATIONS

Individual benefit projections were done for long-service employees based on the assumption that the
varying levels of benefits for the current and hybrid plans were in effect for the past 30 years and that
the compensation of the hypothetical participant was $50,000 in 2008. Other assumptions are listed in
the table below. Additionally, the individual calculations are detailed in Appendix 3.

Assumption e I

Salary Scale 5.00%

Interest 7.50%

Final Compensation $50,000

Accumulation Period 30

Defined Benefit Conversion Factor 10.1668 RP 2000 Blended Sex Mortality 7.50%

The accumulated benefits under the Defined Contribution Plan amount to approximately $64,000 under
the 3.0% annual contribution formula and about $129,000 under the 6% annual contribution formula;
this amounts to an accumulation of 1.25 and 2.58 times final salary, respectively.

Annual Defined Contribution Percentage 3.00% 6.00%
Defined Contribution Accumulation 564,619 $129,238

The accumulated benefits, in the form of a lump-sum benefit, under the Defined Benefit Plan vary
between approximately $172,000 under the 1.25% formula to $234,000 under the 1.75% formuia; the
conversion of annual life annuity to a lump sum amount is only a perfectly valid method if, and only if,
lump sum benefits are available under the Retirement System. The concept of turning a stream of
payments into a cash value is one that may necessitate consideration of many more variables such as
market forces, inflation, cost of living increases, etc. that are beyond the scope of this calculation.

o PR T
Defined Benefit - First 26 Years 1.25% 1.50% 1.75% 2.40%
Defined Benefit - After First 26 Years 1.00% 1.00% 1.00% 1.00%
Defined Benefit Benefit Life Annuity at Age 62 516,987 $20,012 523,038 $30,251
Benefit as a Percent of Final Pay 34% 40% 46% 61%
Defined Benefit Lump Sum Equivalent at Age 62 $172,707 5203,463 $234,219 $307,560

The modified defined benefit plan formulas provide replacement income in retirement between 34%
and 46% of final pay.
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For a 30 year service employee, earning $50,000 as his/her final pay in 2008, the current 2.40%
formula produces a lump-sum benefit, using the above-mentioned assumptions, of about $307,000.
The various permutations of defined benefit plan and defined coniribution plan benefits range from a
combined plan benefits of $237,000 (using the 1.25% defined benefit plan and the 3.00% defined
contribution plan) to $363,000 (using the 1.75% defined benefit plan and the 6.00% defined contribution

plan}.

.0.009 3000
o v 11$172,707 $237,326 $301,945
:‘%’ E, '_} $203,463 $268,082 $332,701
g & s|hren $234,219 $298,838 $363,457
2.40%)5307,560 n/a n/a

In the first column, this chart also shows what amounts would “accumulate” using the varying levels of
defined benefit plan formulas assuming there is no defined contribution plan supplement.

plante
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SECTION V]

CONCLUSION AND RECOMENDATIONS

The County wishes to achieve several primary goals with the study:

Provide meaningful retirement benefits to its employees

Containing increasing costs and the mitigating of the associated funding and investment
return volatility, and

Sustaining any increased contributions on a long-term basis without disrupting services,
staffing, and/or requiring increased taxes

Basis for Conclusion and Recommendaticn. Setting criteria for a recommendation is more
important than the ultimate recommendation. These criteria include:

Quicome. Achieving and/or maximizing most, but not necessarily all, of the desired goals is the
primary objective.

Employee Expectations. Expectations for new employees can easily be defined differently than
it can for current employees. Although defining economic choices in terms of reduced services
and jobs may ultimately be a necessary modification to expectations for current employees.
Measurements.  Reflecting on the appropriateness of the measurements, hard dollar
contributions on behalf of employees is the best measure to determine economic burden on the
County (and any potential strain on the Retirement System). When calculating benefit
contributions as a percent of employee compensation, the actuary is merely authenticating that
the funding method is reasonable and appropriate, not that the economic burden is reascnable.
Unless and until tax revenue has an inflow that is directly correlated and positively parallel to
employee compensation, it is not a meaningful measure.

Adeguacy. Benefit adequacy in retirement is usually contingent upon three factors: retirement
savings/benefits, Social Security, and personal savings. In addition, the necessary retirement
accumulations should reflect time until retirement, age at retirement, spouse age, standard of
living, inflation, health and many other factors. A decision must be made on whether 65% of
final average compensation is simply adequate, or more than adequate.

Efficiency. The current defined benefit arrangement provides an efficient mechanism for
funding and providing benefits. However, the prime decision that must be made is whether the
current normal cost, i.e., the cost of funding one year of benefits under the current structure, of
17% - 20% of current payroll is an affordable and sustainable amount.

Conclusions. Several conclusions are clear:

1.

For the time being, leave existing eligible employees with the current pian structure.
Communicate that it may be necessary to revise and change at some point in the future. Under
the assumptions used, the plan is well funded and locks to remain well funded as long as
investment returns hold. Additionally, based upon the projections, limiting the benefits and/or
limiting new membership into the plan, can significantly mitigate future costs.

Limit a) new membership into the plan or b) benefits available under the plan. The costs cannot
be curtailed unless membership is reduced from projected levels or benefits are reduced for
new (and potentially current) participants.
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3. Determine the Impact on Retiree Medical Benefits. It is likely that any current employee who
retires will be replaced, therefore any savings due to reduction in County payroll is unlikely.
However, if employees leave active employment although the Retirement System stops
accruing benefits for this participant, the retiree medical benefits commence and could place an
unexpected strain on that system.

Recommendations. Cost containment cannot occur unless benefits are limited in the future — the
same benefits could be catastrophic from a tax revenue and required funding perspective. Our five
specific recommendations are:

1. Provide new employees with a 1.25% defined benefit plan and provide a matching defined
contribution plan that provides for a 100% match of employee contributions up to a maximum of
3.00% of compensation.

This will ensure that retirement benefits are faitly close to as adequate as they are currently,
that is, 6.00% of payroll will be deferred (3.00% of employee contributions, 3.00% employer
matching contributions) plus a defined benefit plan that provides for 34% annual replacement
income in retirement, the combination of retirement plans with any available Social Security
benefits will achieve significant replacement income.

2. Current and future employee contributions should be kept at the current levels.

That is, General County employees — 3.5% of annual compensation with certain groups paying
2.5% (i.e., the RN's, LPN's, and UAW Senior Citizen Services), and the Sheriff's Department
employees — 4.0% of annual compensation.

3. Eliminate the plan subsidies that provide for unreduced early retirement at some point in the
foreseeable future. Removing the “Rule of 70" subsidy would save 2.7% of General County
employee payroll as an annual contribution to the Retirement System. Reducing this benefit
over time will afford employees the opportunity to plan for the elimination.

4. To the extent employees are not eligible to participate in Social Security due to their
employment status with the County, the 1.756% defined benefit retirement formula should be
used in conjunction with a matching defined contribution plan that provides for a 100% match of
employee contributions up to 3.00% of compensation.

5. Before any recommendation is implemented, a study should be conducted by the actuary that
updates the projected costs on the Retirement System as well as retiree medical plan.

It has been our pleasure to perform this study for the County and, if you desire, we are happy to
present our findings at the next Budget Committee meeting.

If you have any questions, please call me at (248) 375-7361.

Very truly yours,
PLANTE & MORAN, PLLC

Ol

Joseph F. Rankin

plante
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‘ Copsulranes & Actuaries Suite 300 248.799.9020 fax
Southficki, M1 48076-3723 wawvgabrielroederncom

May 7, 2008

Mr. David M. Diegel

Finance Director

Macomb County

10 North Main Street

Mount Clemens, Michigan 48043

Re: Macomb County Employees’ Retirement System (General and Sheriff) — 30
Year Projections Requested by Plante & Moran

Dear Mr. Diegel:

As you know, Gabriel, Roeder, Smith & Company (GRS) received a request from Plante & Moran
to prepare employer contributions projections for the Macomb County Employees’ Retirement
System under various scenarios. The request is described in detail in a letter dated January 25,
2008 addressed to Cathy Nagy of GRS, from Joe Rankin of Plante & Moran. These projections
are part of a larger study that Plante & Moran will conduct at the request of the Macomb County
Board of Commissioners.

GRS has completed the projections and the results are summarized in the attached tables. We are
also enclosing a spreadsheet of the resulis.

Our calculations were based on the following:

» Demographic and financial information provided by the Retirement Commission for
the December 31, 2006 annual valuation.

o The same assumptions and methods that were used in the December 31, 2006 annual
valuation.

e The same benefit provisions that were used in the December 31, 2006 annual
valnation, except the benefit provisions for new hires were changed as requested in
Plante & Moran’s letter dated January 25, 2008,
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We used the following assumptions and funding methods in our projections:

All demographic assumptions used in the December 31, 2006 annual valuation will be met
during the projection period.

New entrants will replace members who retire, withdraw or die such that the active
population remains stable.

The market value of assets will earn the assumed 7.5% return each year during the
projection period.

There will be no benefit changes during the projection period for members who were
System participants as of December 31, 2006.

The employer contributions through December 31, 2007 are not affected, and are based on
previous annual actvarial valuations.

The contribution percentages were calculated based on the payroll of the entire General
division and Sheriff division, including the payroll of the members who are in the DROP.

Open amortization period (this is the current funding policy):

— The amortization period is 20 years as of December 31, 2006. The 20 year
amortization period is reset each year. This funding policy was adopted by the
Retirement Commtssion. ‘

— This amortization methodology is utilized in the Baseline, and Scenarios 2, 3
and 4. These are the scenarios where new entrants continue to be covered by
the defined benefit program, although new hires would have a different
benefit structure under Scenarios 2, 3 and 4.

Closed amortization period, or the Aggregate Funding method (this is the funding
policy GRS would recommend, if the defined benefit plan becomes closed to new
hires):
— Members are assumed to leave active status according to our assumptions. No
new employees enter the division.

—  Under this funding policy (the Aggregate Funding method) the unfunded
present value of future benefits is expected to be paid off by contributions
over the future working lifetime of the closed active group. As a result, for
Scenario 1 we are showing the Present Value of Future Benefits (PVFB)
rather than the Actuarial Accrued Liability (AAL).

— This amortization methodology is utilized in Scenario 1.

— Under this methodology, using the projection assumptions coupled with
investment gains not yet recognized in the actuarial value of assets, it appears
that projected contributions more than fully fund the plan. In reality, if the
plan becomes closed, future valuation methods and/or assumptions would be
adjusted to avoid over-funding the plan.

Gabriel Roeder Smith & Company
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The attached exhibits show the results of our calculations in tabular form.

Please note that under Scenario 1 for the General group (if the defined benefit plan is closed to
new hires and new hires are placed in a defined contribution arrangement), employer contributions
are only expected to be required for the next couple of years. For the remainder of the projection
period no employer contributions are expected to be required. This outcome is a result of the
current funded status of that division. The General division is over-funded as of December 31,
2006. In addition, there are investment gains that are expected to be recognized in the actuarial
value of assets, and these gains would further improve the funded position of this division. Of
course, these results are contingent upon the fund earning a 7.5% investment return each year
during the projection period.

The contribution projections from this study should not be used for short term budgeting purposes
because the assumptions are designed to be a long term expectation of future events. These
projections illustrate the pattern of employer contributions under different benefit designs. A
projection of contribution rates for budgeting purposes would require additional analysis, which is
beyond the scope of this study.

If you have any questions or need additional information, do not hesitate to call us.

Sincerely,

Coc ) }{iﬁ ] J\W\ //\/

Cathy W. James Koss, ASA
Actuary Actuary

CN/WIK:Ir

Enclosures

¢c: Mr. Joseph Rankin — Plante & Moran

Gabriel Roeder Smith & Company
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Plante & Moran, PLLC

plante R

.M__—_.—-—————— 2601 Camibridge Court
Aubum Hils, M| 48326

Mmaorarl o 248078710
Fax: 248.375.7101

plantemoran.com

January 25, 2008

Ms. Cathy Nagy, FSA, MAAA
Actuary

Gabriel Roeder Smith & Company
One Town Square

Suite 800

Southfield, Mi 48706-3723

Re: Macomb County Employees Retirement System

Dear Ms, Nagy:

It was a pleasure meeting with Jim Koss and you earlier today. Pursuant to our meeting and
discussions of the last quarter of 2007 and earlier this calendar year, this letter serves as an
addendum to our correspondence of November 1, 2007 regarding Plante & Moran's request for
information associated with a study we are performing for the county. This project was approved in
its most recent form at a Budget Committee meeting this morning.

An important note is that only the General County and the Sheriff's Department participants are to
be considered in any study; the Road Commission is not part of this analysis.

For the General County and the Sheriff's Departiment we are requesting your assistance in
preparing fwenty vear projections of:

1. necessary contributions as a percent of payroll — both employer and employee
contributions net of any adjustments for UAL as a level percent of payroll

payroll — by existing and future participants,

valuation assets

accrued liability and

funded percentage.

2.
3.
4.
5.

As a starting point, these projections are needed for each of the following scenarios:

“Baseline | 7.50% s Yes TUUNA No

1 7.50% No Yes NFA No — new

entrants defined

contribution plan
only

2 7.50% Yes — hybrid Yes N/A Yes — 1.25%
only formula plus

Praxity :

MEMBER - *

GLOBAL ALLIAHCE OF
INDEPENOENT FIRMS
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Ms. Cathy Nagy January 25, 2008
Re: Macomb County Michigan Page 2

defined
contribution plan

3 7.50% Yes — hybrid Yes N/A Yes — 1.50%
only formula plus
defined
contribution plan
4 7.50% Yes — hybrid Yes N/A Yes - 1.75%
only formula ptus
defined
contribution plan

Unless otherwise revised in the above-referenced table, please make all actuarial assumptions,
methods and plan provisions identical to those utilized in the most recent actuarial valuation for the
Macomb County Employees Retirement System. Specifically, if the DROP and Rule of 70 are
currently employed for the system General County and the Sheriff's Department participants, then
these provisions should be used for all of the permutations requested.

If these projections yield results that, in our opinion, do not reasonably represent emerging
liabilities, we may request your assistance with additional calculations/projections.  With that
expectation, we would like an estimate from you on running additional calculations of the above-
referenced scenarios based upon only a change in investment return.

Obviously, prior to proceeding with any consulting project for the county, you should have your fees
approved by David M. Diegel, the Finance Director at Macomb County.

We understand that the information you provide to us is an estimate and as such, it will not be
represented to have the same form and precision of a standard actuarial valuation. It is also
understood that the permissibility of the permutations requested may be a matter of law, collective
bargaining, or both — if the Board of Commissioners desire action to implement any of the
alternatives represented in Plante & Moran's study, we will advise them to seek legal opinions prior
to taking any such action. Finally, because of the interplay of the pension plan with the retiree
health benefits provided by the county, we will recommend that the relative impact associated with
the retiree medical plan be assessed prior to making any formal recommendations.

i will be in contact with you in the near future to discuss the timing of any reports you have been
approved to prepare.

Very truly yours,
Plante & Moran

-~

i

cc: Mr. David M. Diegel — Macomb County

epl F. Rankin
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1979
1580
1981
1982
1983
1584
1985
1986
1987
1988
1989
1990
1991
1892
1993
1994
1995
1996
1997
1998
1935
2000
2001
2002
2003
2004
2005
2006
2007
2008

Macomb County

Assumptions - GENERAL COUNTY

Wage Increases 5%|0B Benefit:

Current Wages $50,000 1-26 Y08 1.25%

Current Years of Service 30 27+ YOS 1.00%
Max Benefit (65% FAC) $30,251

FAC 546,541 (Profit Sharing 0%

Current Age 62 |Investment Return 7.50%

29 Years Ago
28 Years Ago
27 Years Ago
26 Years Ago
25 Years Ago
24 Years Ago
23 Years Ago
22 Years Ago
21 Years Ago
20 Years Ago
19 Years Ago
18 Years Ago
17 Years Ago
16 Years Ago
15 Years Ago
14 Years Ago
13 Years Ago
12 Years Ago
11 Years Ago
10 Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Current Year

oW R Uy 00 W0

Compensation

$12,755
$13,392
$14,062
$14,765
$15,503
$16,279
$17,092
$17,947
518,844
$19,787
$20,776
$21,815
$22,906
$24,051
$25,253
526,516
$27,842
$29,234
$30,696
$32,230
$33,842
435,534
$37,311
$39,176
$41,135

$12,147

543,192
$45,351
$47,619
$50,000

516,987

50

Age 62 Immediate Annuity Factor*

Annual tife Annuity

$1,416
Monthly Life Annuity

10.1668

Account Balance

1.0000

Present Value of Life Annuity @ Age 62

$172,707

$0

*

*Age 62 RP 2000 Blended Sex Mortality, no setback, 7.5% (per p. D-3 of valuation)

1.25%DB-0%DC

$172,707
Total




1979
1980
1881
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1957
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

Macomb County

Assumptions - GENERAL COUNTY

Wage Increases 5%|DB Benefit:

Current Wages $50,000 1-26Y0S 1.50%

Current Years of Service 30 27+ YOS 1.00%
Max Benefit (65% FAC) 530,251

FAC 546,541 [Profit Sharing 0%

Current Age 62 jinvestment Return 7.50%

29 Years Ago
28 Years Ago
27 Years Ago
26 Years Ago
25 Years Ago
24 Years Ago
23 Years Ago
22 Years Ago
21 Years Ago
20 Years Ago
19  Years Ago
18 Years Ago
17 Years Ago
16 Years Ago
15 Years Ago
14 Years Ago
13  Years Ago
12 Years Ago
11 Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Years Ago
Current Year

(=3
o

RN W RO N W

Compensation

$12,147
$12,755
$13,392
514,062
$14,765
$15,503
516,279
$17,092
517,947
$18,844
$19,787
$20,776
$21,815
$22,906
$24,051
$25,253
$26,516
$27,842
$29,234
$30,696
$32,230
$33,842
535,534
$37,311
$39,176
$41,135

$43,192
$45,351
$47,619
$50,000

$20,012

50

Age 62 Immediate Annuity Factor*

Annual Life Annuity

$1,668
Monthly Life Annuity

10.1668

Account Balance

1.0000

Present Value of Life Annuity @ Age 62

$203,463

50

*

*Age 62 RP 2000 Blended Sex Mortality, no sethack, 7.5% {per p. D-3 of valuation)

1.5%DB-0%DC

$203,463
Total




1579
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1952
1953
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

Macomb County

Assumptions - GENERAL COUNTY
Wage Increases 5%|DB Benefit;
Current Wages $50,000 1-26Y0S 1.75%
Current Years of Service 30 27+ Y0S 1.00%
Max Benefit (65% FAC) 530,251
FAC $46,541 [Profit Sharing 0%
Current Age 62 jlnvestment Return 7.50%
Compensation
29 Years Ago $12,147
28 Years Ago $12,755
27 Years Ago 513,392
26 Years Ago 514,062
25 Years Ago 514,765
24 Years Ago 515,503
23 Years Ago 516,279
22 Years Ago $17,092
21 Years Ago $17,947
20 Years Ago 518,844
19 Years Ago $19,787
18 Years Ago $20,776
17 Years Ago 521,815
16  Years Ago 522,906
15 Years Ago $24,051
14  Years Ago $25,253
13 Years Ago $26,516
12 Years Ago 527,842
11 Years Ago $29,234
10 Years Ago $30,696
9 Years Ago $32,230
8 Years Ago 533,842
7 Years Ago $35,534
6 Years Ago 537,311
5 Years Ago $39,176
4 Years Ago 541,135
3 Years Ago $43,192
2 Years Ago 545,351
1 Years Ago $47,619
Current Year 550,000 $23,038 S0

Age 62 Immediate Annuity Factor*

Annual Life Annuity

$1,920
Monthly Life Annuity

10.1668

Account Balance

1.0000

Present Value of Life Annuity @ Age 62

$234,219

50

*

*Age 62 RP 2000 Blended Sex Mortality, no setback, 7.5% {per p. D-3 of valuation}

1.75%DB-0%DC

$234,219
Total



1979
1580
1981
1982
1983
1984
1985
1986
1987
1988
1989
1950
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

Macomb County

Assumptions - GENERAL COUNTY |
Wage Increases 5%|DB Benefit: 7
Current Wages 550,000 1st 26 Years 1.25%

26 + YOS 1.00%
Current Years of Service 30 |Max Benefit {65% FAC) 530,251
FAC $46,541 {Profit Sharing 3%
Current Age 62 |investment Return 7.50%
Compensation
25  Years Ago $12,147 $364
28 VYears Ago $12,755 5774
27 Years Ago 513,392 51,234
26 Years Ago $14,062 $1,749
25  Years Age $14,765 $2,323
24 Years Ago $15,503 52,962
23 Years Ago 516,279 $3,673
22 Years Ago 517,092 $4,461
21 Years Ago 517,947 $5,334
20 Years Ago 518,844 $6,299
19 Years Ago 519,787 $7,365
18 Years Ago $20,776 58,541
17 Years Ago $21,815 59,836
16 VYears Ago 522,906 §11,261
15 Years Ago $24,051 $12,827
14 Years Ago $25,253 $14,546
13  Years Ago $26,516 $16,433
12 Years Ago $27,842 $18,501
11 Years Ago 529,234 $20,765
10 Years Ago 530,696 $23,243
9 Years Ago 532,230 525,954
8 Years Ago $33,842 $28,915
7 Years Ago $35,534 $32,150
6 Years Ago 537,311 435,681
5 Years Ago $39,176 539,532
4  Years Ago $41,135 543,731
3 Years Ago 543,192 $48,307
2 Years Ago 545,351 $53,290
1 Years Ago 547,619 $58,715
Current Year $50,000 $16,987 $64,619

Annual Life Annuity

Account Balance

51,416

Monthly Life Annuity
Age 62 Immediate Annuity Factor*® 10.1668 1.6000
Present Value of Life Annuity @ Age 62 $172,707 $64,619

*

*Age 62 RP 2000 Blended Sex Mortality, no setback, 7.5% (per p. D-3 of valuation)

1.25%DB

-3%DC

$237,326
Total




Macomb

County

Assumptions - GENERAL COUNTY
Wage Increases 5%|DB Benefit:
Current Wages $50,000 1st 26 Years 1.25%
26 + YOS 1.00%
Current Years of Service 30 [{Max Benefit (65% FAC) $30,251
FAC 546,541 |Profit Sharing 6%
Current Age 62 linvestment Return 7.50%
Compensation
1979 29 Years Ago $12,147 5729
1980 28 Years Ago 512,755 51,549
1981 27 Years Ago 513,382 $2,468
1982 26 Years Ago $14,062 $3,497
1983 25 Years Ago 514,765 54,646
1984 24 Years Ago 415,503 $5,924
1985 23 Years Ago $16,279 57,345
1986 22 Years Ago $17,092 $8,922
1987 21 Years Ago 517,947 $10,668
1988 20 Years Ago 518,844 $12,598
1989 19 Years Ago $19,787 514,730
1990 18 Years Ago §20,776 517,082
1991 17 Years Ago $21,815 $19,672
1992 16 Years Ago $22,906 $22,521
1993 15 Years Ago 524,051 525,654
1994 14 Years Ago §25,253 529,093
1995 13  Years Ago 526,516 $32,866
1996 12 Years Ago $27,842 537,001
1997 11 Years Ago $29,234 541,530
1998 10 Years Ago $30,696 546,487
1999 9 Years Ago $32,230 $51,907
2000 8 Years Ago 533,842 $57,831
2001 7 Years Ago $35,534 $64,300
2002 6 Years Ago 537,311 $71,361
2003 5 Years Ago $39,176 $79,064
2004 4 Years Ago $41,135 $87,462
2005 3 Years Ago $43,192 596,613
2006 2 Years Ago 545,351 5106,580
2007 1 Years Ago $47,619 $117,431
2008 Current Year $50,000 $16,987 $129,238
Annual Life Annuity Account Balance
$1,416
Monthly Life Annuity
Age 62 Immediate Annuity Factor* 10.1668 1.0000
Present Value of Life Annuity @ Age 62 $172,707 $129,238

2

*Age 62 RP 2000 Blended Sex Mortality, no setback, 7.5% {per p. D-3 of valuation)

1.25%DB-6%DC

$301,945
Total




1979
1980
1981
1982
1983
1984
1985
1986
1587
1988
1989
1990
1991
1592
1993
1994
1995
1996
1957
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

Macomb County

Assumptions - GENERAL COUNTY

Wage Increases 5% DB Benefit:

Current Wages 550,000 1st 26 Years 1.50%
26+ YOS 1.00%

Current Years of Service 30 |Max Benefit (65% FAC) $30,251
FAC $46,541 |Profit Sharing 3%
Current Age 62 |Investment Return 7.50%

Compensation

29 Years Ago $12,147 5364

28 Years Ago $12,755 5774

27 Years Ago $13,392 51,234

26 Years Ago 514,062 51,749

25 Years Ago 514,765 $2,323

24 Years Ago $15,503 $2,962

23  Years Ago 516,279 $3,673

22 Years Ago 517,092 $4,461

21 Years Ago $17,947 55,334

20 Years Ago 518,844 56,299

19 Years Ago 519,787 $7,365

18 Years Ago $20,776 $8,541

17 Years Ago 521,815 59,836

16 Years Ago $22,906 $11,261

15 Years Ago 524,051 §12,827

14 Years Ago 525,253 $14,546

13 Years Ago $26,516 $16,433

12 Years Ago 527,842 518,501

11 Years Ago $29,234 $20,765

10 Years Ago $30,6%6 523,243

9 Years Ago $32,230 $25,954

8 Years Ago $33,842 528,915

7 Years Ago $35,534 $32,150

6 Years Ago 537,311 535,681

5 Years Ago 539,176 539,532

4 Years Ago 541,135 $43,731

3 Years Ago 543,192 $48,307

2 Years Ago $45,351 $53,290

1 VYears Ago 547,619 $58,715
Current Year $50,000 520,012 $64,619

Age 62 Immediate Annuity Factor*

Annual Life Annuity

51,668
Monthly Life Annuity

10.1668

Account Balance

1.0000

Present Value of Life Annuity @ Age 62

$203,463

$64,619

*

*Age 62 RP 2000 Blended Sex Mortality, no setback, 7.5% (per p. D-3 of valuation)

1.5%DB-3%DC

$268,082
Total




1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

Macomh County

Assumptions - GENERAL COUNTY

Wage Increases 5%|DB Benefit:

Current Wages 550,000 1st 26 Years 1.50%
26 + YOS 1.00%

Current Years of Service 30 |Max Benefit (65% FAC) 530,251
FAC 546,541 |Profit Sharing 6%
Current Age 62 jinvestment Return 7.50%
Compensation dncel

29  Years Ago $12,147 $729

28 Years Ago $12,755 $1,549

27 Years Ago $13,392 $2,468

26 Years Ago $14,062 53,497

25 Years Ago $14,765 54,646

24 Years Ago $15,503 $5,924

23 Years Ago $16,279 57,345

22 Years Ago $17,092 58,922

21 Years Ago 517,947 $10,668

20 Years Ago 518,844 §12,598

19 Years Ago 519,787 $14,730

18 Years Ago 520,776 517,082

17 Years Ago $21,815 $19,672

16 Years Ago $22,906 §22,521

15 Years Ago 524,051 525,654

14  Years Ago $25,253 $29,092

13 Years Ago 526,516 332,866

12 Years Ago 527,842 $37,001

11 Years Ago $29,234 $41,530

10 Years Ago 530,696 546,487

S Years Ago $32,230 $51,807

8 Years Ago $33,842 $57,831

7 Years Ago $35,534 564,300

6 Years Ago $37,311 $71,361

5 Years Ago §39,176 579,064

4 Years Ago 541,135 587,462

3 Years Ago $43,192 596,613

2 Years Ago $45,351 $106,580

1 Years Ago $47,619 5117,431

Current Year 550,000 $20,012 $129,238

Annual Life Annuity

Account Balance

$1,668

Monthly Life Annuity
Age 62 Immediate Annuity Factor*® 10,1668 1.0000
Present Value of Life Annuity @ Age 62 $203,463 $129,2338

*

*Age 62 RP 2000 Blended Sex Mortality, no setback, 7.5% (per p. D-3 of valuation)

1.5%DB-6%DC

$332,701
Total




1578
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1590
1991
1992
1943
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

Macomb County

Assumptions - GENERAL COUNTY

Wage Increases 5%|DB Benefit:

Current Wages $50,000 1st 26 Years 1.75%
26 + YOS 1.00%

Current Years of Service 30 |Max Benefit (65% FAC) $30,251
FAC $46,541 |Profit Sharing 3%
Current Age 62 jInvestment Return 7.50%
Compensation , ‘

29 Years Ago 512,147 5364

28 Years Ago $12,755 $774

27 Years Ago $13,392 $1,234

26 Years Ago 514,062 51,749

25 Years Ago $14,765 $2,323

24 Years Ago $15,503 52,962

23 Years Ago 516,279 53,673

22 Years Ago $17,092 54,4581

21 Years Ago $17,847 $5,334

20 Years Ago 518,844 $6,299

19 Years Ago 519,787 $7,365

18 Years Ago 520,776 58,541

17 Years Ago $21,815 59,836

16 Years Ago $22,906 $11,261

15 Years Ago $24,051 $12,827

14 Years Ago $25,253 $14,546

13 Years Ago 526,516 516,433

12 Years Ago 527,842 518,501

11 Years Ago $29,234 $20,765

10 Years Ago $30,696 523,243

9 Years Ago 532,230 $25,954

8 Years Ago $33,842 $28,915

7  Years Ago 535,534 $32,150

6 Years Ago $37,311 $35,681

5 Years Ago $39,176 $39,532

4 Years Ago 341,135 $43,731

3 Years Ago 543,192 548,307

2 Years Ago $45,351 $53,290

1 Years Ago $47,619 $58,715

Current Year 550,000 $23,038 564,619

Age 62 Immediate Annuity Factor*

Annual Life Annuity

$1,920
Monthly Life Annuity

10.1668

Account Balance

1.0000

L

Present Value of Life Annuity @ Age 62

$234,219

564,619

*

*Age 62 RP 2000 Blended Sex Mortality, no setback, 7.5% (per p. D-3 of valuation)

1.75%DB-3%DC

$298,833
Total




1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1589
1990
1991
1992
1593
1994
1995
1996
1957
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

Macomb County

Assumptions - GENERAL COUNTY

Wage Increases 5% DB Benefit:

Current Wages $50,000 ist 26 Years 1.75%
26 + YOS 1.00%

Current Years of Service 30 |Max Benefit (65% FAC) $30,251

FAC 546,541 |Profit Sharing 6%

Current Age 62 jlnvestment Return 7.50%

Compensation

29  Years Ago $12,147
28 Years Ago 512,755
27 Years Ago $13,392
26 Years Ago 514,062
25 Years Ago $14,765
24 Years Ago $15,503
23 Years Ago $16,279
22 Years Ago $17,092
21 Years Ago $17,947
20 Years Ago 518,844
19 Years Ago $19,787
18 Years Ago 520,776
17 Years Ago $21,815
16 Years Ago 522,906
15 Years Ago 524,051
14 Years Ago $25,253
13 Years Ago $26,516
12 Years Ago $27,842
11 Years Ago $29,234
16 Years Ago 530,696
9  Years Ago §32,230
8 Years Ago $33,842
7 Years Ago $35,534
6 Years Ago $37,311
5 Years Ago $39,176
4  Years Ago $41,135
3 Years Ago 543,192
2 Years Ago 545,351
1 Years Ago $47,619
Current Year $50,000

$23,038

4729
$1,549
$2,468
$3,497
54,646
55,924
$7,345
$8,922

$10,668
$12,598
$14,730
$17,082
$19,672
522,521
$25,654
$29,093
$32,866
$37,001
541,530
546,487
$51,907
$57,831
$64,300
571,361
579,064
487,462
$96,613
$106,580

5117431

$129,238

Age 62 Immediate Annuity Factor*

Annual Life Annuity

$1,920
Maonthly Life Annuity

10.1668

Account Balance

1.0000

Present Value of Life Annuity @ Age 62

$234,219

$129,238

*

*Age 62 RP 2000 Blended Sex Mortality, no sethack, 7.5% {per p. D-3 of valuation)

1.75%DB-6%DC

$363,457
Total




1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1950
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

Macomb County

Assumptions - GENERAL COUNTY

Wage Increases 5%|DB Benefit:

Current Wages $50,000 All YOS 0.00%
Current Years of Service 30 |Max Benefit (65% FAC) $30,251
FAC 546,541 |Profit Sharing 3%
Current Age 62 {investment Return 7.50%
Compensation o il e

29 Years Ago $12,147 5364

28 Years Ago 512,755 $774

27 Years Ago $13,392 51,234

26 Years Ago $14,062 $1,749

25  Years Ago $14,765 52,323

24 Years Ago $15,503 52,962

23 Years Ago $16,279 $3,673

22 Years Ago $17,092 $4,461

21 Years Ago $17,947 $5,334

20 Years Ago 518,844 56,299

19 Years Ago $19,787 57,365

18 Years Ago 520,776 $8,541

17 Years Ago 521,815 $9,836

16 Years Ago $22,906 $11,261

15 Years Ago 524,051 $12,827

14 Years Ago 525,253 $14,546

13 Years Ago $26,516 $16,433

12 Years Ago $27,842 $18,501

11 Years Ago $29,234 $20,765

10 Years Ago 530,696 $23,243

9 Years Ago $32,230 $25,954

8 Years Ago 433,842 528,915

7 Years Ago $35,534 $32,150

6 Years Ago $37,311 $35,681

5 Years Ago 539,176 $39,532

4 Years Ago 541,135 543,731

3 Years Ago $43,192 $48,307

2 Years Ago $45,351 $53,290

1 Years Ago 547,619 558,715
Current Year $50,000 S0 564,619

Annual Life Annuity

Account Balance

S0
Monthly Life Annuity
Age 62 Immediate Annuity Factor* 10.1668 1.0000
Present Value of Life Annuity @ Age 62 S0 $64,619

*Age 62 RP 2000 Blended Sex Mortality, no setback, 7.5% (per p. D-3 of valuation)

3%DC Only

$64,619
Total




Macomb County

Assumptions - GENERAL CQUNTY

Wage Increases
Current Wages

Current Years of Service

FAC

Current Age

5%
550,000

DB Benefit:
Al YOS

30 [Max Benefit (65% FAC)
$46,541 |Profit Sharing
62 {Investment Return

0.00%
830,251

6%

7.50%

Compensation

1979 29 Years Ago 512,147 5729
1980 28 Years Ago $12,755 $1,548
1981 27 Years Ago $13,392 $2,468
1982 26 Years Ago 514,062 53,497
1983 25 Years Ago 514,765 54,646
1984 24 Years Ago $15,503 $5,924
1985 23 Years Ago 516,279 $7,345
1986 22 Years Ago 517,092 $8,922
1987 21 Years Ago $17,947 510,668
1988 20 Years Ago $18,844 512,598
1989 19 Years Ago $19,787 $14,730
1990 18 Years Ago $20,776 $17,082
1991 17  Years Ago $21,815 $19,672
1992 16 Years Ago $22,906 522,521
1593 15 Years Ago $24,051 525,654
1994 14 Years Ago $25,253 529,093
1995 13 Years Ago 526,516 532,866
1996 12 Years Ago $27,842 $37,001
1997 11 Years Ago $29,234 $41,530
1998 10 Years Ago 530,696 $46,487
1999 9 Years Ago $32,230 551,907
2000 8 Years Ago $33,842 $57,831
2001 7 Years Ago $35,534 $64,300
2002 6 Years Ago 537,311 $71,361
2003 5 Years Ago 539,176 $79,064
2004 4  Years Ago 541,135 $87,462
2005 3 Years Ago $43,192 596,613
2006 2 Years Ago 545,351 $106,580
2007 1 Years Ago 547,619 $117,431
2008 Current Year $50,000 50 $129,238
Annual Life Annuity Account Balance

$0

Monthly Life Annuity
Age 62 Immediate Annuity Factor* 10.1668 1.0000
Present Value of Life Annuity @ Age 62 S0 $129,238

*Age 62 RP 2000 Blended Sex Mortality, no setback, 7.5% (per p. D-3 of valuation)

6%DC Only

$129,238
Total




